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Mr. Stimson issued a statement to the effect that the Federal Govern-
ment had no means of affording relief to private investors in foreign
securities on which defaults had occurred, and that the investors
could only have recourse to the banking houses which had acted as
agents for the issue of the loans. Three months later, Mr. Stimson
made a broadcast speech in defence of the Government's Latin-
American policy, in the course of which he pointed out that the
policy was in accordance with the principle which had been laid down
by Mr. Elihu Root when he was Secretary of State at the beginning
of the twentieth century: flt is the established policy of the United
States not to use its army and navy for the collection of debts.'
The announcement on the 20th June, 1931, of Mr. Hoover's proposal
for a moratorium on inter-governmental debts1 gave rise to rumours
that a moratorium for South American debts was under considera-
tion, and a statement contradicting these reports which was issued
from the White House on the 27th June laid stress on the fact that
the debts in question were private debts, which remained 'solely a
relationship between the debtors and creditorsJ.2
The State Department could not maintain the same official lack of
interest in defaults on loans to countries in Central America and the
Caribbean, since such loans were usually made subject to an agree-
ment between the Government of the country concerned and the
Government of the United States. These agreements stipulated as a
rule that the customs receipts or other internal revenues should be
pledged to the service of the loan and should be collected under
American supervision as long as the loan remained unamortized. In
some cases, also, definite provision was made for the tightening up of
American financial control if default should occur. Defaults on loans
had, of course, provided numerous occasions in the past for active
intervention by the United States in the affairs of Caribbean countries,
but in the years 1931 and 1932 the State Department, in accordance
with its new policy, refused to make default the excuse for further
intervention.
Thus, in November 1931 the State Department acquiesced in a
default by the Dominican Republic on a loan issued in 1924, in
1 See the Surv&yfor 1931, pp. 72-3.
a At the same time, President Hoover interested himself in projects for the
rehabilitation of South American currencies which were under discussion in
the summer of 1931, and the dementi issued from the White House on the 27th
June was simultaneous with the announcement that New York hanking
interests would have the co-operation of the Federal Reserve system in making
an investigation into the possibility of granting further loans to certain South
American countries.

